Ms. Mrginia K. Fbwers
AssistantRe gionalCom missioner

for Manage me ntand O pe rations Support
Socia ISe curity Adm inis tration, Region 1l
P.0O. Box 8788
P ihde b ia, P nnsy Lania 19101

Dear Ms. Fbwers:

The enchbsed finalre portpresents e resulls ofour auditoft e adm inis trative
costs chimed by te P nnsy Lania Stat Departm entofLabor and hdustry forits
Bureau ofDisabi My Dete m ination (PA-BDD)(A-13-9 7-52019) We renewed te
adm inistrative costs 0f$HL44,831,9 76 for tt e Socia lSe curity Adm inis tration
disabi My de t m inatons chimed as ofJune 30, 1997 fort e HscallYears (FY)
ended Septmber30, 1994, 1995, and 199 6.

Whill te rrsulk ofour auditindicatt t atcostchimed by PA-BDD were albw abll
and properl albcatd and t ataggregat funds draw n dow n agreed wit total
expenditures, we notd one int mallcontro lissue re hting to t e draw dow n of
funds. Based on ourrexvew ofte Stat Comptro Br3 O flice, Bureau of Hnanciall
Management, we identified an ermorwhere funds were drawn dow n from te

w rong FY funding source. Because conttol were notin phce  readi ¥ detct
such erors, e emorwentundetctd for about9 monts. Assuch,we
recommended quarte r¥ reconcilbtions ofdraw dow ns to expenditures foreach
FY. Since ourdrafteport, t e Stat agency (SA)h as indicatd t atith as

de\e bped w ritie n procedures t instructstaffon h ow t reconcill draw dow ns by
FY. We acknow Bdge te SA3 conective action and urge SA stafftocomp bk wit
t e prescribed guidance.

You may wish to commenton any furtier action taken or conemp kted. IFyou
choose © comment, plase promMde your comments within ©t e next60 days. IFf
you wish to discuss te finallre port, plase calime orh axe your staffcontact
Donall G. Fank b, Director, Systtms and Fnancia lManageme ntAudits, at
(410)9 65-9 706.

Sincere F,

Pame bk J. Gardiner
Assistant Inspe ctor Ge neral
for Audit



Ms. Mrginia K. Fbwers
AssistantRe gionalCom missioner

for Manage me ntand O pe rations Support
Socia ISe curity Adm inis tration, Region 1l
P.0O. Box 8788
P ihde b ia, P nnsy Lania 19101

Dear Ms. Fbwers:

This finalre portpresents e resulls ofour auditofadm inistratine costs chimed by
te Rnnsy Lania (PA) Stat DepartmentofLabor and hdustry (L& D forits Bureau
ofDisabilty Det m ination (PA-BDD). PA-BDD performs disabi My de € rm inations
undert e SociallSecurity Adm inistration 3 (SSA)Disabi My hsurance (D [)and

Supp ImentaiSecurity hcome (SSDprograms. The obpcties ofour auditwere
1o:

dettmine whetter costs chimed on tte Stat Agency ReportofOb hations
for SSA Disabi My Prograns (Form SSA-4513)forthe period October1, 1993
t rough Septmber30, 1996, were albw abll and properk albcatd ;

dettmine ifte aggregatt oftte SSA funds draw n dow n agreed w it totall
expenditures forthe HscallYears (FY)1994 t rough 199 6 disabi My
de £ m inations zand

enabat intmallcontroll onertt e accounting and re porting oft e
adm inistratine costs chimed, as we Bas oftte draw dow n ofSSA funds.

We revewed e administrative costs 0f$L44,831,9 76 for SSA disabi iy

dett m inations chimed as ofJune 30, 1997 fortie years ended Septmber 30,
1994, 1995, and 1996. Ourprocedures were designed to determine wheter
costs were albw abll and properk albcatd and SSA funds were accountd for
properf. Allo,we rexewed inte mallconttoll oner th e accounting, re cording, and
re porting of transactions. The resulk ofour st indicatd t at, witt respectto
teitms tstd, PA-BDD compkdin alimatrallrespects witt e Federallcost
principls and regu ktions. Specifical}, costs chimed by PA-BDD were albw abl
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and properl albcatd and t ataggregat funds draw n dow n agreed wit total
expenditures. With te exception ofone inte mallcontrolissue, we be B\e te
int mallcontroll forte ietms €std provded a reasonabll basis fortie
accounting and re porting ofadm inistratine costs chined by PA-BDD. Forth ose
itms nottstd, not ing came t our ate ntion t indicat t atte untestd itms
were notin complnce witt appkabll khws and regu htions.

Forth e intt mallcontro Bissue identified during t e audit tte Stat agency (SA)
promMded us wit comment indicating ithas &ken stps o impImentour
recom mendation. SSA adwused us @ atithad no furter comments. See
Appendix D fortie fullextofte SAT comment.

INTRODUCTION

The DIprogran was estabkhed in 1954 under tith loft e SociallSecurity Act
(te Act) The program is designed t© promMde benefits o w age earners and teir
famiks inte exenttte wage earnerbecomes disabld. h 1972, Congress
enactd tith X\, te SSlprogran. Tith XM oft e Actprovdes a nationa i
uniform program ofincome t financia® needy indimduall wh o are aged, b hhd, or
disabld.

SSA is primari}f responsibl forimpEImenting t e generalipo kies for de\e bping
disabilty chins undertie D land SSlIprograns. Disabilty de € m inations under
bott Dland SSlare performed by an agency in each Stat according o Federal
regu ktions. To cany outits ob lgation, each SA is responsibl fordetmining te
c him ants “disabi lties and ensuring t atadequat ewdence is avai kbl to support
its deteminations. To assistin m ak ing prope r disabi By de & rm inations, each SA is
aut orized to purch ase medica ke xam inations, x-rays, and hboratory st on a
consu latine basis to supp Imentewdence obtained from chim ants “ph ysicians or
ot er treating sources.

SSA pays te SA for 100 percentofalbw abll expenditures. Each year, SSA
detmines ¢t e amountoffunding aut onizaton. Once appro\ed, each SA is
albwed o wittdraw SSA funds t rough te Departmentofi eal andf uman
Sendces " H S) PaymentManagementSystm (PMS)t meetimmediat program
expenses. HH S Divsion of PaymentManage mentis responsib l for ope rating t is
centraked paymentsystm. Cash drawn from te Departmentoft e Treasury
(Treasury) to pay for program expenditures is © be draw n according t© Part 205
of Tith 31 oft e Code of FederallRegu khtion (CFR)and in accordance w it
inergone mmentallagreements entred into by Treasury and te Stas underte
aut onty oft e Cash Managementin pronementActof1990 (CMIKR) Rubk

Law 101-453, 104 Stat 1058, as amended. Atte end ofeach quartrofte
Federal FY, each SA submit o SSA a"'Stat Agency ReportofOb bations for
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SSA Disabi My Programs™* (Form SSA-4513) to accountfor progran disbursements
and un fuidatd ob bations. An advance or reimbursementfor costs undert e
program mustbe made according to tte Office ofManage me ntand Budge t(OMB)
Circu lr A-87, “CostPrincipIs for Stat and LocallGonemments.””

PA-BDD is a componentwittinte PA L& L PA-BDD 3 soll work is processing
SSA disabi My det m inations. PA-BDD m aintains 3 bcations and em p bys
approxim ate ¥ 600 personne I ks budge tof$HL51,69 9,355 w as aut orized by
SSA fordisabi My de £ m inations fort e auditd FYs 1994 t rough 199 6.

PA-BDD 3 financia lre porting functions are primarif t e responsibilty oft e Stat
Com ptro Brs O ffice, Bureau of FnancialM anageme nt(SCOBRM ) Payro Blis
transactd by te Statt Office oft e Budget, Payro EDinision. A Bbcation of
indirectcost is done according to an L& lindirectcostagreementt atis approned
by t e U.S. Departm entofLabor.

SCOPE

Our auditofPA-BDD adm inistratine costs for FY 3 1994 ¢ rough 1996 w as
pe rformed in accordance w it general} acce pted gove mmentauditing standards.
The obpctinves ofour auditwere to:

= detmine whetercosts chimed on te Form SSA-4513 forth e period
Octoberl, 1993 t© rough Septmber30, 1996, were albw abll and properk
albcatd ;

= detmine iftte aggregat oft e SSA funds draw n dow n agreed wit total
expenditures fortie FYs 1994 t rough 199 6 disabilty de £ m inations ;and

= enalat inemallconttoll o\er th e accounting and re porting oft e
adm inistratine costs chimed, as we Bas oftte draw dow n of SSA funds.

We obtained sufficientexdence o enallat t e financia lransactions t de & m ine
iftey are albw abll under OMB Circu lbr A-87 and appropriat as defined by
SSA's Program O perations ManuallSystm (FOMS) To accom pkh our obpcti\es,
we:

= revewed Tith 20 CFR sections, te POMS, and ot er instructions pe rtaining t©
adm inistratine costs incurned by PA-BDD and to tte draw dow n ofFSSA funds
conered by te CMIA agreement;

= intenewed PA-BDD personne B L& lint malauditors, e PA Auditor GeneraB
staff, and SSA's staffatt e P ikhde bhia RegionallO fice ofDisabi My ;
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= revewed PA-BDD 3 generalipo kies and procedures 3
= rewvewed int mallcontrol regarding accounting and financia lre porting, and
cash m anageme ntactivties 3

= performed an e xam ination oft e adm inistratine e xpe nditures (personne |l
medica e nvce, indirect, and alot e r nonpe rsonne Bcost)incurned and
chimed by PA-BDD forthe period October 1, 199 3 t rough
Septmber30, 1996 ;

= reconcilld te officiallStat accounting records t t e adm inistratine costs
reported by PA-BDD t SSA on te Form SSA-4513 reportforti e period
October1, 199 3 t rough Septmber 30, 1996 ;and

= compared te amountofSSA funds draw n for support ofprogram ope ratons
tte albwabll expenditures.

We tstd documents supporting tte costs chined by PA-BDD forth e perod
Octoberl, 199 3 t© rough Septmber30, 1996, as reported to SSA as of
June 30, 199 7.

The work was performed at PA-BDD sites bcatd in { arrisburg, Greensburg, and
Willes-Barre, Pennsy Lania st e parentagency, PA L& 1;SCOBRM st e O flice of
Budget, Payro EDinsion ;and SSA H eadquarters in Ballimore, Mary hnd (see
Appendix E for organization ofSSA) The fie B work was conductd from August
t rough Noxnember199 7.

FIND ING

The rrsulk ofourtst indicatd tat, witt respectto te iems tstd, PA-BDD
compkdinalimatrnalrespects witt e Federallcostprincipls and regu ktions.
Forth ose itms nottstd, noting came t our atie ntion to indicatt t att e

untstditms were notincomplance wit appkabll hws and regu khtions. We
did, howexer, not a deficiency in PA-BDD T int mallcontroll onerdraw dow ns.

NTERNALCONTROLS OMER DRAW DOW NS

PA-BDD managementis responsib l for adopting sound accounting po kies and for
estab khing and m aintaining an inte mallcontto ktructure t atwillamong ot er

t ings, record, process, summ arize, and re port financia ldata t atis consistnt
witt management3 costassertions em bodied in t e Forms SSA-4513 reported ©
SSA. Managementcontroll are t e organization, po kies, and procedures used t
rrasonab  assure: (i)assets are safeguarded against bss from unaut orized use



Page 5 - Ms. Mrginia K. Fbwers

or disposition 3(ii) t e execution of transactions are in accordance w it te budget
aut ority and w it appkcabll Bhw s and re gu ktions zand (iii) prope r re cording,
processing, and sum m arizing of transactions pem itt e preparaton offinancial
reports and to m aintain accountabi ity for assets.

The draw ing of SSA funds t pay PA-BDD expenditures is tie responsibilty oftie
SCOBRM staffwh o is assigned accounting and draw dow n responsibi lties onertie
Lk linchding PA-BDD. According to CM A, draw dow n offunds sh oull on ¥ be
made when Bgitm at expenditures existand tere is an immediat need for funds.
This is O encourage Stats t pay on§ proper c arges and notm aintain unused
funds. SSA funds appropriattd fora FY mustbe oblgatd in & atyear. Those FY
funds mustbe used t© pay expenditures resu lling from t e FY ob lgations and
cannotbe app kd t ot eryears “ob lgations.

The auditoft e draw dow ns oFSSA funds for paying PA-BDD expenditures found
t at ot ISSA funds drawn fortte 3 FYs auditd matched cbse ¥ t© otallPA-BDD
costs. Howexer,we noted aninstance where a draw downerrorw as made which
was Rhtercorrectd. The auditfound oner .6 milbn w as draw n incorre cth from
aPMS abtmentaccountt pay FY 1996 obbatd expenditures in Aprilll99 6.
The funds t pay tese expenditures were erroneous ¥ obtained from FY 1995
funds, t us creating t e eflectofoverdraw ing on 1 year and unde r draw ing on
te next

Had tere been properint mallcontroll o ensure t atfunds were draw n from te
cornect Y funding source, tis ermor coull h ane been detected more time k. Whil
te SAcontnds ttere were procedures for reconcibhg totalldrav dow ns, we
identified no w ntie n procedures instructing SCOBFM staff to pe rform routine

re conci lbtions ofquarte rf draw dow ns and e xpe nditures by FY. As such, te
H.6 milbnenorwentundetctd for approximat ¥ 9 mont s untiBJanuary 199 7
whente enorwas detected. SCOBRM staffconectd te ernor and realbcatd
H.6 mibn back into te conrectPVMS albtmentaccount An ernroroftis kind
can Bad to fund controlprobIms t atcoull ad\erse f eflectti e operations of
PA-BDD and, att e Federalll\e | Bad to errors in budge tary reports and \o ktions
ofappropriation hw .

CONCLUSDN

h ourdraftreport we recommended @ at SSA instruct SCOBFRV 1o im pro\e

inte mallcontrol onerdraw dow ns by reconcibhg quarte rf draw dow ns t
expenditures foreach FY. Since tien, tie SA has proMded comment indicating it
has dexe bped w ritie n procedures t instructstaffh ow t perform reconcibtions
ofquarterk draw downs by FY. We acknow Bdge te conectine action &k en by
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te SA. Because adherence t te prescribed reconcilbtion guidance is key 1t
ensuring t atfunds are draw n from t e conectFY funding source, we urge SA
staffocompl wit te wrtien procedures.

Sincere ¥ yours,

Pame bk J. Gardiner
Assistant Inspe ctor Ge neral
for Audit
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OBLIGATONS REFORTED ALLO W ED
PENNSY LNAN A BUREAU OFD ISABLLITY DETERM
FOR HSCALYEAR 1994 AS OF JUNE 30, 19

TOTALOBLIGATI NS UNLRQUDATED OBLIGATDNS
NET NET
RECOMMENDE RECOMMENDED
COSTS REPORTED D ALLOWABLE | REPORTED | ADJUSTMENTS | ALLOWABLE | REPORTEI
ADJUSTMENTS
PERSONNEL | 26,514,016 ® | 926,514,016 ® ® ® | 926,514,0
MEDICAL 11,787,465 0| 11,787,465 0 0 0| 11,787,4
ND RECT 572,153 0 572,153 0 0 0 572,1
ALLOTH ER 5,876,163 0 5,876,163 76,266 0 76,266 5,799,8
TOTAL 4,749,797 0| 94,749,797 | 976,266 ® 976,266 | B4,673,5

A-1



OBLIGATONS REFORTED ALLO W ED
PENNSLYNVAN A BUREAU OFD ISABLLITY DETERM

FOR HSCALYEAR 1995 AS OF JUNE 30, 19

TOTALOBLIGATE NS

UNLDUDATED OBLIGATID NS

NET NET
RECOMMENDED RECOMMENDED
COSTS REPORTED ADJUSTMENTS ALLOWABLE REPORTED [ ADJUSTMENTS | ALLOWABLE REPORTI
PERSO NNEL- 99,233,568 ®» 99,233,568 ® ® ® | 929,233,
MEDICAL 14,062,443 0 14,062,443 0 0 0 14,062,
IND RECT 1,066,095 0 1,066,095 0 0 0 1,066,
ALLOTH ER 5,820,121 0 5,820,121 231,009 0 231,009 5,589,
TOTAL 950,182,227 0] 950,182,227 | 931,009 0 231,009 B9 ,951,

B-1



OBLIGATONS REFORTED ALLO W ED
PENNSLYNVAN A BUREAU OFD ISABLLITY DETERM

FOR HSCALYEAR 1996 AS OF JUNE 30, 19

TOTALOBLIGATIO NS

UNLDQUDATED OBLIGATID NS

NET NET
RECOMMENDED RECOMMENDE
COSTS REPORTED ADJUSTMENTS ALLOWABLE REPORTED D ALLOWABLE REPOR™
ADJUSTMENTS
PERSO NNEL- $9,601,807 ® $9,601,807 951,013 ®» 951,013 29 ,55(
MEDICAL 15,853,827 0 15,853,827 1,676,441 0 1,676,441 14,17°
IND RECT 1,123,690 0 1,123,690 0 0 0 1,127
ALLOTH ER 5,849 ,89 6 0 5,849 ,89 6 494,539 0 494,539 5,35¢
TOTAL 952,429,220 0] 952,429,220 | 42,221,993 0 2,221,993 950,20°

C-1
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STATE AGENCY COMMENTS
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APPEND IX E

MAJOR REFORT CONTRBUTORS

This auditreportw as prepared by te Oflice ofFAudit, FnanciallManagement
Audits Team in Balimore, undertie direction ofDonall Fank b, Director. Audit
staffinc bded:

Gall Stone, AuditManager
Sig Wisow aty, Auditor h Ch arge
Joh n Beach am, Auditor

Additiona Bassistance from :
P ik Rogofky, Senior Auditor
St\e Sach s, Senior Auditor
Patrick Kennedy, Senior Auditor, ED P support
For additiona Blcopies oft is report, plase contactt e Oflice oftte hspector

GeneralB Pub kk Affairs Speciabtat(410)966-9135. Referto Common
de ntification Num ber A-13-9 7-52019 .
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SSA ORGANEATDNALCH ART
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